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USSR i\verage Annunl. Growih Rates in Percent

Force
53/ 6 62/ ™ 7 0
s % 2 6% » s
GiP 8.0 L.8 4.8 3-5 5-6
 Yotal Industry 8.5 8.6 7.6 7-8 8-10
Civilien Machinery 14,3 10.0 7.5
Y. F. Investuent 1.6 10.6 4.3
Inv, Tguimment 16.3 7.6 10.%
Defense - 3.2 - 6.0 8.% 7.5 T
Defense lachinery .3 12,3 'J.Lx.g 9.0 .3
Defense Manpowar <13.1 - .3 - 2.0 2.1 .3
{mmber of men)
# JAG projections.
% # 62 mmbers are preliminary.
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L. The rates of growth projected foxr defense (:Eorce level II) +o 18056
wpeer to be of the sone o”ﬂer of paenitude ad the vatea of the lest

Sour years. Moohinoyy and equixdsﬂt g oW at & someuhat puslley vals

.:&('

than in the s8-62 pcricxi Iﬂﬁnmqex' grows modemtely in contrast to ihe
previcus decline. Overall defense growvs at the same rate as the averase
of the last four yesrs. These compariscns suggest that the Force IT
wregrans would be menagesble with approximately the sane econcmic strain
as Iin recent years. 2hia islto séy GNP nay gfow éﬁ L or 5 percent and
industry at ebout 8 percent, but that very litile of this growth woul

go to consumption. »l’hej growth of GNP would consist privarily of growlih

in defense end in investwent to support the growth in defense. The prospect

-~

yields and productivity In egriculture, or of modernizing the production

ead product rix of consumers goods would be very slim.

5. The economic efrect discussed above would be temporary. After 1955
Forece Level I (ws well as I and III) projects a fairly stable level of

defense cxpenditures. Ience defense purchases would be & declining shars

of GIF end of wachinery production. After 1966 a yesumption of more rapid

civilian end conswmtion growth would be possible. Force level IX is tha

most gtrenucus of the three programs,; becouse of the rapild build up

scheduled in the next four years (1962-1966G). Conseguently, the other Tores

lcvels are mangsesble with less gtrain on the clvilien econowy.

N

6. Two cuslificstions need to be stated: First, we are not gure to
w1t extent the slovwdown In 1961 and 1962 results from cumilative factors

{cwmalative siimping in investment projects, quality of products, ete.)

t’ﬁ 3 “4c|'i
.’...n g 4.3
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Tor resunption of prowth in housing construction, of significantly lrmproving
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and hence the extent to which a continuation of rapld defense build up

! Fres % owm Theyas i T < e e
{te in Force # II ) is sustained without further cute in civilian

iﬂ.,J

ocations. Second, we svspect, but canmot quantify, that the vorncious
appetite of defense ond epace for R and D rescurces, l.e., specialized
Lighly skilled manpover and special high quality materisls ig 5 nejoxr
contributor to the poor performance in civilian production. The continued
growth of def‘ense/ space R&ED may impose a greater economic cost on the

civillan economy thon paragraph b above suggeats.
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